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Abstract 
Efforts concerning presentation of products to consumers in wider areas, particularly in international markets, lead lodging 
managers to focus on internationalization. This study aims to investigate the entry mode selection operation of lodging 
enterprises. Eclectic paradigm, developed by Dunning (1993), is used as a conceptual base for this study. Dunning’s paradigm is 
an internationalization theory that relates to the advantages of ownership, location and internalization in lodging industry. 
Although the paradigm has been used in many service sector studies in international literature, there is still a lack of information 
about Turkish lodging industry. In accordance with the purpose of fill this gap, a questionnaire was conducted from international 
lodging enterprises in Mugla, the third destination of Turkey hosting the highest number of tourist. The results of the study are 
compared with the findings of previous researches. The findings obtained tend to confirm the applicability of the eclectic theory 
of foreign direct investment to lodging industry. It’s expected that the findings of this study will contribute to selection of market 
entry decision making process by hotel managers, and provide new knowledge in internationalization literature, especially 
internationalization of Turkish lodging industry. 
© 2015 The Authors. Published by Elsevier B.V. 
Peer-review under responsibility of Academic World Research and Education Center. 
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1. Introduction 
In the report published by the United Nations World Tourism Organization (UNWTO) concerning significant 
incidents recorded during 2014, revealed some anticipations about travel and tourism industry toward 2030. In the 
period between 2010 and 2030, 3.3% increase is seen on tourist arrivals. This rate means that the number of annual 
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tourist travelling will increase by almost 43 million. When a 28 million increase in number of annual international 
tourist in the period between 1995 and 2010 is taken into consideration, the growth tendency in tourism industry can 
be understood better. In case anticipated growth would be realized, the number of tourist arrivals would reach 1 
billion and 400 million by 2020, and 1 billion 800 million by 2030. Beside these expectations of the UNWTO, 
increasing household income and developing technology in the transportation industry accelerated 
internationalization in the tourism industry. These developments necessitated adopting an international focus on 
activities of the lodging industry (Rodtook and Altinay, 2013). The prominent survival concern of the hotel 
businesses within the intensive competition environment is finding new markets for their products, that is, there is 
concern for internationalization. Rapid change observed in market and in consumer preferences, difficulties 
introduced by the competition on the internet and ever-increasing number of rooms are among the problems face by 
the contemporary hotel businesses. Furthermore, efforts to introduce products to consumers in more extensive area, 
especially in international markets, are considered a significant issue before hotel managers as a in the area of 
destination preference. 
 
International hotel businesses can be described as entrepreneurships that carry out operations beyond their 
national territories, acquiring income from multiple locations at various countries, and operating and administering 
these establishments. Primary purpose of international businesses is to gain long-term profit. The most important 
mean to reach this purpose is to reduce unit cost. Go and Pine (1995) stress three basic characteristics of businesses 
in this type: (1) they have globally-integrated business operation system. Resource transfer, capital movement, 
technology and personnel exchange between the main establishment and connected branches can be considered 
within this integration. (2) They are managed by an additional administration –usually, by a management group of 
the main establishment-. This management takes strategic decisions regarding the main establishment and other 
branches. Centralization of the management is necessary in order to encourage global integration. (3) It is assumed 
that administration has a global point of view. It is assumed that they adopt global perspective about decisions 
concerning market, product focus, and resource acquisition. Internationalization tendency in corporate ownership 
and management has affected travel, tourism and lodging sectors as well. Together with the changes observed in 
communication technologies and transportation sectors, development of tourism has continued progressively at 
global scale. In order to maintain international activities in their environment, hotel businesses are required to 
develop more global point of view within the framework of finance, marketing and management. In regard to a hotel 
investment that will be done in a different country, it is necessary to obtain knowledge on country-specific 
applications, consumer preferences and cultural values. Additionally, it is important factor for local hotel businesses 
to consider new competitive policies against investors (Yarcan, 1998). 
 
Local enterprises have started to enter into global arena because of two main reasons. One of them is that 
weakening growth opportunities in the economies push businesses to expand their operations toward overseas. The 
second one is that central organizations in the industrial economies were dragged toward the foreign markets due to 
growth potentials. Apart from that, it is possible to mention following three situations as effective factor on 
globalization (Go and Pine, 1995):  
 
x Formation of business centers across the world: The competition among developing countries (especially 
Middle East and Far East) has dramatically increased hotel investments. This situation created a great 
development opportunity for international hotel businesses. 
x Government initiatives encouraging hotel investments: For instance, incentives offered by the Spain have made 
the country one of the most important tourism destinations in the world. Similarly, Turkish government has 
taken initiatives to encourage local and foreign investors. Furthermore, governments may play a limiting role in 
terms of development of international tourism as well. For example, limiting mobilization of individuals or 
delaying construction of a hotel building. 
x Formation of a multinational sub-structure: Expansion of international commerce across the world increased 
international business travels. Therefore, this situation allowed hotels to increase their market to facilitate 
business trips. 
 
As the activities in the lodging sector are transferred to the international-scale, it is not possible to explain this 
stage by means of all internationalization theories in the literature because when compared with other manufacturing 
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businesses, hotel businesses has very characteristic specification; impartibility of manufacturing and consumption. 
In hotel businesses, manufacturing and consumption take place in the same location and at the same time. This 
situation requires continuous interaction with consumer as well; and finally, they need to include in the 
manufacturing process. Continuous interaction with consumer cause a situation where it is impossible to maintain an 
inventory and transfer of offered service (Quer et al., 2007). These differences require different applications 
compared to the other sectors in terms of internationalization of hotel businesses concept. Therefore, there are 
difficulties in application of internationalization approaches that exist for manufacturing businesses in the lodging 
sector. Boyen and Ogasavara (2013), Litteljohn et al. (2007) and Altinay (2005) emphasize that transaction cost 
analysis (TCA) theory and eclectic paradigm available in the internationalization theories literature can be 
applicable for lodging sector. Additionally, it would be appropriate to consider that other theories can bring an 
explanation to internationalization efforts of hotel businesses by sector-specific modifications, adaptations, and 
combinations. The TCA theory is based on article published by Ronald Coase in which he discussed existence 
reasons of businesses. According to Coase (1937), enterprises analyze costs in the internationalization process and 
prefer the alternative with the lowest cost. Approach of Coase was transformed into the contemporary TCA theory 
by Williamson (1979; 1981). According to the TCA theory, enterprises manage their assets in their overseas 
operations based on cost-benefit comparison. In regard to determination of the best alternative among alternatives, 
the option minimizing costs to the lowest possible level on the long term is essential criterion. 
 
The eclectic paradigm developed by Dunning (1993) has been the most prominent reference resource recognized 
by the world lodging industry in their internationalization efforts (Johnson and Vanetti, 2005). The paradigm allows 
explanation of activities creating value added in other countries conveniently by hotel businesses. The basic purpose 
of this research is to reveal significant competition advantages considered by the hotel businesses in their 
internationalization decisions. It is considered that obtained findings would be beneficent in terms of determining 
critical priorities for destination managers in Mugla to attract them for international businesses. 
2. Literature Review 
The eclectic paradigm or the OLI theory was utilized by the former researchers to describe basic point of views 
for internationalization of tourism sector (Dunning and Kundu, 1995; O’Gorman and McTiernan, 2000; Johnson and 
Vanetti, 2005; Dunning et al., 2007; Stoian and Filippaios, 2008; Anastassopoulos et al., 2009; Assaf et al., 2015). 
The paradigm brings explanations concerning decision of lodging sector internationalization; where and how to 
make investment. According to Dunning, there are three conditions exist for international manufacturing: the first 
one is necessity of material and non-material values and skills. Thus, they acquire competitive advantage against 
their competitors. This advantage is described as ownership advantage. The other condition the superiority of 
conditions in the target country compared to the ones exists in home country. Thus, this brings low cost and higher 
profit opportunity for businesses. This advantage is referred as the locational advantage. As the final advantage, 
making investment is more profitable option compared to the licensing option. This condition is referred as 
internalization advantage. 
2.1. Ownership Advantages 
Ownership advantage can be handled with the assumption that a business that is planning to make an investment 
in a foreign country would face several disadvantages against local companies in the beginning. For example, lack 
of information about specific local conditions and additional cost incurred because of doing business in a foreign 
country can be prominent reasons that might come to mind. However, unique advantages of business can neutralize 
these negative conditions. Patented technologies, brand image, and qualified human resources can be given as 
samples for these unique qualities (Konig, 2003). Hotel business is selling an experience product which cannot be 
tried by customer beforehand. Further, consumers purchase this product without seeing it in many occasions. At this 
point, it is crucial where you get the product. For example, reputation of a tour operator or brand image of a hotel 
chain represent warranty of quality of the product sold to customer. Therefore, commercial brand can be considered 
as important ownership superiority (Buckley and Geyikdagi, 1996). There are several criticisms about the ownership 
advantage in literature as well. For instance, Verbeke and Yuan (2010) claim that eclectic paradigm underestimate 
characteristics of independent businesses. Moreover, geographical resources were exhibited as other weaknesses of 
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eclectic paradigm. 
2.2. Location Advantages 
Kantarcı (2007) reported that location advantage, as an external factor of the business, can be explained with 
characteristics of the host country. These characteristics can be considered in three categories as (1) economic, (2) 
social and cultural, and (3) politic. Content of the economic factors can be exampled with amount and quality of 
manufacturing factors, market size and its extent, transportation and communication costs. Social and cultural factor 
are result of the physical distance between home and the host countries. Physical distance brings differentiation in 
geographical and cultural values. Politic factor included country policies which might affect investment process and 
international commerce. With this aspect, when eclectic paradigm is taken for hotel businesses, it definitely 
represents researching opportunities for tourism activity (Assaf et al., 2015). In selection of an international 
destination for hotel businesses investment, there are certain conditions necessary to keep in sight, and Table 1 
presents these conditions below: 
 
Table 1. Pillars of locational factors 
1st Pillar: quality of touris and related 
infrastructure 
x Quality of transport infrastructure 
x Quality of internet infrastructure 
x Tourism attractions 
 
4th Pillar: restrictions and regulations 
x Time required to start a new hotel  
x Cost to start a new hotel 
x Prevalence of foreign ownership 
x Property rights 
x Tax rate 
2nd Pillar: opportunities for tourism 
x Growth of the tourism industry 
x Performance of the hotel industry 
x Size of host economy 
x Growth rate of host economy 
x Travel and tourism welcomeness 
x Government expenditure on travel and 
tourism 
5th Pillar: political stability 
x Crime rate 
x Level corruption  
x Government instability 
3rd Pillar: quality of human resources 
x Quality of local labour 
x Flexibility in hiring foreign labour 
 
6th Pillar: cultural and development 
proximity 
x Cultural distance 
x Level of development 
 
7th Pillar: price advantage 
x Consumer price index 
x Exchange rate 
Source: Assaf et al., 2015:331 
2.3. Internalization Advantages 
According to Dunning et al., (2007) internalization advantages explain why firms prefer to internalize their 
foreign value-added activities within their hierarchies instead of lease or license right to use these advantages to 
independent foreign entities. Dunning (1988) puts two conditions forward concerning ownership advantages of hotel 
business; first of all, using right for ownership advantages through local companies by means of license/franchising 
contracts, secondly, transferring their ownership advantages to target country through their own organization 
structure. If it is thought that instead of going for license agreements for hotel business, using ownership advantages 
through own organization structure would be more profitable, this situation can be explained as internalization 
advantage. Buckley and Geyikdagi (1996) explain internalization approach by means of horizontal and vertical 
mergers. Whereas different stages other than supply chain are added into the business structure through vertical 
mergers in hotel businesses, manufacturing volume is increased though horizontal mergers so that economies of 
scale advantages can be achieved. Internalization advantage is criticized by Guisinger (2001) because it only focuses 
on a single entry mode. The researcher views this aspect as a drawback, which he described as control of subsidiary. 
3. Methodology 
The present study aims to investigate internationalization tendency of managers of international hotels located in 
Mugla/ Turkey within the scope of Dunning (1993) paradigm. With the help of successful tourism policies started to 
be developed in 1980s, Turkey has exhibited dramatically success in such a short period of time. According to the 
UNWTO reports, Turkey has managed to be the sixth country in the world in terms of number of attracted tourist 
population in the last three years (2013-2014-2015). Mugla territory, where our study was conducted, is the third 
most popular tourist destination in Turkey after Istanbul and Antalya. In this regard, when Mugla city is considered 
in terms of international tourism movements, it can be seen that it has significant position in Turkish tourism 
industry. Association of Turkish Tourism Agencies (TURSAB) reported that Mugla territory was visited by 
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3.151.930 foreign tourists in 2014.  
 
Universe of the study is consisted of managers of international hotel businesses located in Mugla. Since there is 
no appropriate data at the City General Directorate of Culture and Tourism to that end, total number was tried to be 
obtained through personal research and investigation. In the study, it was found that 32 hotels in Mugla territory are 
operated by an international brand. This data concerns the June-September 2014 period. It should be taken into 
consideration that this number may change over the time in regard to opening new enterprises or closing the old 
ones. The scope of the study is not extensive since it was limited with international hotel businesses. Therefore, 
sampling is not considered for the scope of the study. Managers of 32 hotel businesses constitute the universe of the 
research to consult their opinions. Survey method was utilized as data collection method. Expressions used in the 
survey were taken from a similar study conducted by Dunning and Kundu (1995), and O’Gorman and McTiernan 
(2000). Of these studies, whereas Dunning and Kundu (1995) studied on 34 international hotel businesses, 
O’Gorman and McTierman studied on 16 international hotel businesses. In the first section of the survey form, there 
are expressions to collect data about demographic and business-specific characteristics of businesses. The second 
section includes eclectic paradigm expressions developed by Dunning and Kundu (1995). These expressions are 
consisted of three components of the paradigm described as the OLI; ownership, location and internalization. 
Significance level of the OLI expressions were structured based on the 5-point Likert Scale (1= not important;…; 5= 
very important). 
4. Finding and Discussion 
O’Gorman and McTiernan (2000) remark that investment decisions of international hotel businesses in a foreign 
country are primarily based on the desire of increasing their income.  Other motivation tools for internationalization 
decision can be expressed as following; (1) reducing dependency on national market; (2) enhancing reputation of 
hotel in other countries; (3) finding new customers; and (4) having international experience. Along with these 
purposes, important issues in expansion decisions considered by the international hotel businesses located in Mugla 
territory were investigated.  
 
Table 2. Characteristics of hotes  
Variables n % Variables n % 
Category   Number of beds   
3* 2 6.3 1-499 1 3.1 
4* 7 21.9 500-999 3 9.4 
5* 23 71.9 1000-1499 4 12.5 
Number of staff   1500-1999 7 21.9 
50-249 7 21.9 2000 + 17 53.1 
250 + 25 78.1 Management   
Age   Franchise 3 9.4 
1-10 9 28.1 Joint venture 3 9.4 
11-20 11 34.4 Lease 21 65.6 
21 + 12 37.5 Whole ownership 5 15.6 
 
 
Within the scope of the present research, it was aimed to reveal important variables taken into consideration by 
managers of 32 hotel businesses in Mugla destination in their international business process within the scope of the 
eclectic paradigm. To that end, characteristics of hotels included in the present study were presented by Table 2. 
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Chart 1. Ownership Advantages 
 
According to the opinions of Hotel managers, the most important ownership advantages taken into considerations 
can be summarized as; (1) being knowledgeable about customers’ needs and tastes; (2) brand image of hotel; and (3) 
transportation to their reservation system (Chart 1). While these findings differ from results reported by O’Gorman 
and McTiernan (2000), they coincide with research results published by Dunning and Kundu (1995). In another 
research, Dunning and McQueen (1982) indicate brand image and physical resources as the most important 
ownership advantages. This situation can be explained by the difference among hotel businesses included in the 
study. Whereas O’Gorman and McTiernan (2000) collect data from hotel businesses at the SME level, Dunning and 
Kundu (1995) conducted their research on hotel businesses at executive level. If it is taken into consideration that 
71% of the hotel businesses included in the research was 5-star ranked, differences and similarities with the previous 
researches can easily be explained. 
 
 
Chart 2. Locational advantages 
 
 
 
According to managers of international hotels in Mugla territory, the most important factor regarding decision of 
hotel location were presented as following respectively; (1) tourism opportunities, (2) physical and psychological 
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proximity; and (3) input in best quality and at lowest cost (Chart 2). While O’Gorman and McTiernan (2000) 
determined physical and psychological proximity as prominent factor for the decision of hotel location, Dunning and 
Kundu (1995) indicate size and growth rate of the local economy at the first place. The difference that arises in 
terms of decision of hotel location can be explained by different consumers and orientation on producing different 
tourism types. In the research specific to the Mugla territory, holiday products of the resort business dominate the 
market. Therefore, the territory is visited by only consumers who want to take advantage of tourism opportunities of 
the region. Thus, determination of tourism opportunities at the first place is an understandable situation. 
 
 
Chart 3. Internalization advantages 
 
According to the research results in terms of internalization advantages, the most prominent factors are given as 
following; (1) assuring adequate quality; (2) coordination benefits of the main business; and (3) taking advantage of 
economic and financial climate of the target country. This finding fully corresponds to findings reported in studies 
of O’Gorman and McTiernan (2000) and Dunning and Kundu (1995). This situation can be interpreted as hotel 
businesses adopt a mutual “internationalization” point of view while they are operating an international business 
independent of hotel location. 
5. Conclusion 
It is not possible to directly generalize the results obtained and analyzed from a single territory. However, 
conducting similar studies in different regions might be helpful to make such generalization. Therefore, these results 
are only valid for Mugla territory. Obtained results have significant contributions for international hotel companies 
to reconsider the advantages that they need to expect when they would enter in Mugla and similar destinations. 
According to the obtained findings, being aware of consumers’ needs and tastes constitute the most important 
competition advantage within the scope of the ownership advantages. Having tourism opportunities is at the first 
place among the location advantages. Finally, when internalization advantages are concerned, keeping the quality 
under control is taken as the most significant advantage. The fact that findings exhibit similarities with previous 
studies suggests that the eclectic paradigm needs new point of views. 
 
Obtained findings in the research scope include suggestions that can be helpful for destination managers. Being 
aware of significant advantages which are important to them during decision process concerning investment 
decisions of international hotel chains would allow destination managers to make more accurate decisions 
concerning resource utilization and administrative decisive. In the further researches, investigation of differences 
according to the tourism types would help eclectic paradigm to gain different dimension. Similarly, differences 
among tourism destinations can be interesting research subjects for researchers. 
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